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Milk Costs and Returns: Average milk prices rose
more than 20 percent from 2000 to 2001, reaching $17
per cwt. in the fall of 2001. Coupled with a modest
change in feed grain and forage prices, higher milk
prices resulted in significantly higher returns on dairy
operations. Returns above operating costs for milk
production were up more than 50 percent between 2000
and 2001, rising from $4.88 to $7.64 per cwt. Average
breakeven prices for milk were about $7.72 for
operating costs and $16.65 for total costs in 2001. With
milk prices in the $13-$17 range throughout 2001, most
producers were able to cover operating costs and many
also covered total costs.

Returns net of operating costs were also higher in 2001
compared with 2000 in all regions. Average returns
above operating costs were similar in all regions,

ranging from about $5 to $9 per cwt. of milk. However,
returns above total costs were much higher in regions
with larger dairy operations, including the Prairie
Gateway, Southern Seaboard, and Fruitful Rim. Larger
dairy operations generally have lower overhead costs
because fixed costs for capital and labor are spread
over more units of production. Average returns above
total costs were positive in each of these three regions
for 2001. In contrast, average overhead costs were
about $12 per cwt. in the Heartland, Northern Crescent,
and Eastern Uplands, compared with $3-$8 in the other
regions, the main result of higher capital and labor
charges on the smaller farms in these regions. Higher
milk prices in 2001 were not sufficient to cover average
total costs in these regions.
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MILK PRODUCTION: CASH COSTS and RETURNS, by REGION", 2000 - 2001

ltem United States Heartland grggz':;?z/ Gzrtaew:y lIJE;Isatr?:jr; gg:;gzm Fruitful Rim
2000 | 2001 | 2000 | 2001 | 2000 | 2001 | 2000 | 2001 |2000 I2001 [2000 [2001 [2000 [ 2001
Dollars per Cwt.
Gross Value of Production:
Milk 1263 1536 1236 1531 1290 1578 13.12 1554 13.83 1645 14.07 1670 11.98 14.55
Cattle 1.05 112 142 154 117 124 084 091 132 142 140 152 071 0.76
Other Income ¥ 057 074 079 105 063 081 033 040 049 062 116 147 042 056
Total, Gross Value of Production 1425 17.22 1457 1790 1470 1783 1429 16.85 1564 1849 1663 19.69 13.11 15.87
Operating Costs:
Feed--
Feed Grains 122 127 183 199 115 122 143 145 123 124 074 078 111 1.12
Hay and Straw 151 167 229 237 107 113 154 154 175 167 092 093 178 220
Complete Feed Mixes 143 150 087 094 109 114 147 150 286 297 295 305 163 1.73
Liquid Whey and Milk Replacer 008 005 011 007 010 0.07 007 005 013 009 004 0.02 004 0.03
Silage 1.09 106 086 082 126 125 208 216 074 079 095 094 080 0.70
Grazed Pasture and Cropland 008 008 013 013 007 007 003 003 026 027 011 011 0.03 003
Other Feed ltems* 1.08 112 155 158 105 107 090 100 237 270 118 120 0.81 0.82
Total, Feed Costs 649 675 764 790 579 595 752 773 934 973 689 7.03 620 663
Veterinary and Medicine 065 066 075 077 077 079 055 055 055 057 057 059 050 051
Bedding and Litter 016 016 023 023 023 024 002 002 010 010 010 0.11 007 0.07
Marketing 027 027 022 022 031 031 026 026 036 037 040 040 022 022
Custom Services 053 054 053 054 047 048 093 095 082 085 090 092 042 043
Fuel, Lube, and Electricity 048 047 056 052 056 054 035 037 056 055 051 051 037 038
Repairs 053 056 059 059 060 061 039 041 066 068 058 062 043 050
Other Operating Costs ¥ 001 001 000 000 000 000 002 002 000 000 000 000 002 002
Interest on Operating Capital 026 016 030 018 025 015 029 017 036 022 029 017 024 015
Total, Operating Cost 938 958 10.82 1095 898 9.07 10.33 1048 1275 13.07 1024 10.35 847 891
Allocated Overhead:
Hired Labor 114 119 073 079 117 121 122 128 096 1.05 160 171 119 1.24
Opportunity Cost of Unpaid Labor 354 358 564 568 515 515 057 053 635 647 249 254 097 1.01
Capital Recovery of Machinery
and Equipment * 323 341 466 467 411 422 107 112 431 436 274 298 193 229
Opportunity Cost of Land
(Rental Rate) 006 006 009 009 009 080 001 002 020 020 006 007 002 002
Taxes and Insurance 018 018 019 020 022 022 009 009 019 020 014 0.15 0.14 0.14
General Farm Overhead 049 050 056 058 061 063 035 036 051 053 052 054 032 033
Total, Allocated Overhead 864 892 11.87 1201 1135 1151 331 340 1252 1281 755 7.99 457 503
Total, Costs Listed 18.02 1850 22.69 2296 20.33 2058 13.64 13.88 2527 2588 17.79 1834 13.04 13.94
Value of Production Less
Total Costs Listed 377 -128 812 -506 -563 -2.75 065 297 -963 -739 -116 135 007 193
Value of Production Less
Operating Costs 487 764 375 695 572 876 396 637 289 542 639 934 464 _ 6.96
Supporting Information:
Milk Cows (Head per Farm) 93 95 57 59 66 68 474 521 53 53 133 133 399 403
Output per Cow (Pounds) 19,974 20,003 18,567 18,541 19,721 19,806 21,940 22,028 16,942 17,024 19,079 19,097 21,352 21,319
Milking Frequency Greater Than
Twice per Day (Percent of Farms) 338 350 162 177 284 298 3161 3402 040 046 732 715 1199 1210
Homegrown Feed Cost
(Percent of Total Feed Cost) 34 34 60 60 50 49 5 4 34 34 23 23 13 13
Milk Cows Injected with bST
(Head per Farm) 17 17 10 10 13 14 86 94 3 3 26 25 80 80

" In 2002, the Economic Research Service (ERS) modified the publication format to include Farm Resource Regions which depict geographic specialization in

production of United States commodities instead of political boundaries, such as state borders. For regional definitions, see the following website

http:.//www.ers.usda.gov/Emphases/Harmony/Issues/resourceregions/resourceregions.htmi#.new.

% Northern Crescent Region includes New England, New York, Michigan, Wisconsin, and portions of Minnesota, Ohio, Pennsylvania, and Maryland.

¥ Income from renting or leasing dairy stock to other operations; renting space to other dairy operations; co-op patronage dividends associated with the dairy;
assessment rebates, refunds, and other dairy-related resources; and manure production.

“ Cotton seed meal, protein supplements, protein by-products, vitamin or mineral supplements, non-protein by-products, alfalfa cubes or pellets, green chop,
corn and antibiotics, and other medicated additives.

¥ Manure handling.

% Machinery and equipment, and housing, manure handling, and feed storage structures, and dairy breeding herd.
SOURCE: Agricultural Resource Management Study, USDA/ERS, USDA/NASS.



